City of Lindsay 2009 Housing Element

Attachment D: At-Risk Housing

State law (Government Code 865583(a)(8) through 65583(a)(9)D)) requires the City to
analyze assisted housing developments that are eligible to change to non-low-income
housing uses during the next ten years due to termination of subsidy contracts, mortgage
prepayment, or expiration of use restrictions.

At-Risk Unit Inventory

The California Housing Partnership Corporation (CHPC) identifies 64 units under the
Section 515 Program (Rental Housing Program for New Construction) which are at risk of
conversion during the next ten years:

e Delta Vista Apartments, 701 N. Ash, six rent assisted units in a 46-unit complex built in
1989. The restrictive clause expired on September 5, 2009 (earliest possible date of
conversion). The estimated current market purchase price for these units approximately
$20,000 per unit.

e Lindsay Apartments, 115 S. Locke, 58 rent assisted units in a 60-unit complex built in
1976. The restrictive clause expires on December 24, 2010 (earliest possible date of
conversion). The estimated current market purchase price for these units approximately
$20,000 per unit.

Conversion Risk

There is low likelihood of conversion of these at-risk units during the planning period. The
property owners and managers of these projects were interviewed and stated that they do
not intend to convert their at-risk units to market rate rentals. The local economic condition
is poor and continues to decline due to the recession. Unemployment and poverty rates in
Lindsay and the region place downward pressures on housing costs.

These two projects are comparatively large for Lindsay, with older construction and long-
term rehabilitation needs. As a result, such projects are not likely to experience rapid
ownership turnover. There have been no comparable sales of similarly large apartment
projects in Lindsay in the past three years. Housing costs in Lindsay have been falling,
there has been significant new apartment construction recently, and vacancy rates have
not fallen below five percent. These factors are indicators of a stable to flat rental market
with minimal inflationary price pressures that would lead to conversion of at-risk units to
market rate rentals. Two bedroom apartments are available in Lindsay for unsubsidized
rents starting at $625 per month, which is affordable for a very low income family of four.
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Rental Unit Affordability

Maximum -
Household Income Category vearly Monthly 2 BR Affordability
Income P Rental Gap
ayment
Extremely Low $ 16,150 | $ 404 $625 $221
Very Low $ 26,900 | $ 673 $625 n/a
Low $ 43,050 | $ 1,076 $625 n/a
Moderate $ 64560 $ 1,614 $625 n/a

Income per 2008 HUD income limits for a family of four. Rental rates per Craigslist.com, accessed 11/28/09.

Replacement vs. Preservation Costs

Preservation (acquisition and rehabilitation, and/or direct rental subsidy commitments) of
these 64 at-risk units would likely be more economical than direct replacement. The
rehabilitation of existing units instead of new construction is the most cost effective
approach toward the preservation of at-risk units. For the planning period of this housing
element, a total of 64 units are considered high priority at-risk units. The total cost of
producing new and comparable units is estimated at $4,947,200, while rehabilitation of
these units is estimated at $3,520,000.

It should be noted that at-risk units may also be preserved through tenant-based rental
assistance, should market rents increase significantly. Tenant-based rental assistance
largely depends on the income of the family, the shelter costs of the apartment and the
number of years the assistance is provided. If the typical extremely low income family that
requires rental assistance earns $16,150 per year, such a family could afford approximately
$404 per month for shelter costs. The difference between the $404 affordability level and
the typical rent for a two bedroom apartment of $625 would equal an assistance need of
$221/month or $2,652/year. For comparison purposes, typical affordable housing
developments carry an affordability term of at least 20 years, which would bring the total
cost to $53,040 per family. Providing tenant-based rental assistance for all 64 at-risk units
is estimated at $3,394,560 for a 20-year period

Estimated At-Risk Unit Replacement and Preservation Costs

Strategy Action Cost / Unit Total Cost
Replacement | Land Acquisition $6,200
Construction / Other $64,000
Fees $7,100

Total $77,300 | $4,947,200
Preservation | Acquisition $20,000
Rehabilitation $30,000
Financing / Other $5,000

Total $55,000 | $3,520,000

Notes: Acquisition cost is estimated per Zillow.com, accessed 11/28/09. There have
been no comparable large apartment complex sales in Lindsay in the past 36 months.

Entities Qualified to Preserve At-Risk Units

The State Department of Housing and Community Development maintains a list of eligible
entities interested in participating in the State’s Opportunity to Purchase and Right of First
Refusal Program (www.hcd.ca.gov/hpd/hrc/tech/presrv/hpd00-01.xls).
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This list currently includes 77 entities which have expressed interest, statewide, in such
properties. Additionally, this list includes two housing agencies specifically interested in
Tulare County properties (Christian Church Homes of Northern California, Inc. and Self-
Help Enterprises) that have the legal and managerial capacity to acquire and manage at-
risk projects.

Financing and Subsidy Resources

Chapter 8, page 59 identifies various financing and subsidy resources which may be used
for a range of Lindsay’s housing needs. In addition, the following list identifies five potential
financial resources which are best positioned to address the City’s need to retain at-risk
affordable units. The number and availability of programs to assist municipalities in
increasing and improving their affordable housing stock is limited and public funding for
new projects is unpredictable.

1) HOME Program: This Program was created under Title Il of the Cranston-Gonzales
National Affordable Housing Act enacted on November 28, 1990. For the City, HOME funds
are made available on an annual competitive basis through HCD small cities program.
Fundable activities under HOME include housing acquisition, rehabilitation, construction,
and rental assistance. The City has used HOME funds primarily for first-time homebuyers
(down-payment assistance), owner-occupied rehabilitation, and rental-rehabilitation. The
City currently has $462,306 in available funding in this program which has not been legally
obligated for other purposes and could be available for use in preserving assisted housing
development.

2) Community Development Block Grant (CDBG) Funds: Lindsay is a non-entitlement city
and must submit CDBG grant funding applications on a competitive basis with other
California municipalities. The City has historically utilized CDBG funds for rental and owner
housing rehabilitation activities, infrastructure, and public facilities. Proceeds from those
activities may be deposited into a revolving loan fund established from low interest loans for
rehabilitation and could be a resource for preservation activities. The City currently has
$140,075 in available funding in this program which has not been legally obligated for other
purposes and could be available for use in preserving assisted housing development.

3) Redevelopment Agency Tax Increment Funds: As required by State law, the Lindsay
Redevelopment Agency (LRA) sets aside 20 percent of the gross tax increment revenues
into a low- to moderate- income housing fund for affordable housing activities. According to
LRA Implementation Plan, $1.25 million will be expended on housing programs during the
planning period of this Element. LRA expenditures may be utilized for the following types of
programs:

* Rental Rehabilitation Programs

* Acquisition/Rehabilitation Programs
* Tenant-based Assistance Programs
» Mortgage Certificates

* First-time Homebuyer

* Homeowner/New Construction
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The LRA currently has no available funding in this program which has not been legally
obligated for other purposes and could be available for use in preserving assisted housing
development. This is a result of recent state budget interventions.

4) Community Reinvestment Act (CRA): Federal law requires Banks, Savings and Loans,
Thrifts, and their affiliated mortgaging subsidiaries, to annually evaluate credit needs for
public projects in communities where they operate. Part of the City’s efforts in developing
preservation programs will be to meet with local lenders to discuss future housing needs
and applicability of CRA. Although an unpredictable resource, it is important to establish a
working relationship for future problem solving.

5) Low-income Housing Tax Credit Program (LIHTC): This program provides federal and
State tax credits for private developers and investors who agree to set aside all or an
established percentage of their rental units for low-income households for at least 30 years.
Tax credits may also be utilized on rehabilitation projects, contributing to the preservation
program.

Specific Preservation Program Actions
The following table indicates available financing and subsidy programs targeted for specific
preservation program actions:

Program Action
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Program
HOME X X X
CDBG X X X
LRA X X X X X X
CRA X X X X
LIHTC X X

Chapter 8 includes three specific programs targeted at the preservation of at-risk housing
units: 1) preservation coordinator; 2) at-risk housing unit inventory; and 3) grant funding
prioritization
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